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SUMMARY   OF    RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include 
a  listing  of  all  recommendations  together  with  a  notation  as  to 
whether  the  agency  concurs  or  does  not  concur  with  each  recom- 
mendation. This  listing  serves  as  a  means  of  summarizing  the 
recommendations  contained  in  the  report  and  the  audited  agency's 
reply  thereto  and  also  as  a  ready  reference  to  the  supporting 
comments.  The  full  reply  of  the  Office  of  the  Secretary  of  State 
is   included   in   the   back  of  this   report. 

Page 

1A     Limit  expenditures   to  the  amounts 

authorized   by  the   legislature.  2 

Agency    Reply:       Partially   concur.      See  page  24. 

IB     Record   expenditures  when   they  are 

incurred,    in   accordance  with   generally 

accepted   accounting   principles  and 

state  accounting   policy.  2 

Agency   Reply:       Partially  concur.      See   page  24. 

2  Transfer  the  cost  of  free  ARM 
and   MAR   subscriptions  from  the 
General    Fund   into  the   Revolving 

Fund,    in   accordance  with   state   law.  3 

Agency    Reply:       Concur.      See  page  25. 

3  Establish  a  fee  structure  to  recover 
the  approximate  cost  of  publishing 

■  the  ARM  and   the  MAR,    in   accordance 
with   state   law.  5 

Agency   Reply:       Concur.      See  page  25. 

4  Deposit  cash   receipts   in   the   state 
treasury   in   accordance  with   state 

law.  6 

Agency   Reply:       Partially   concur.      See  page  26. 

5A     Place  all   employees  on   the   payroll.  7 

Agency   Reply:      Partially  concur.      See  page  27. 

SB     Comply  with   state  and   federal   tax    laws 
and   regulations   relating   to   income  tax 
withholding   and   insurance  coverage.  7 

Agency    Reply:      Partially  concur.      See  page  27. 


SUMMARY   OF    RECOMMENDATIONS   (Continued) 
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6A     Pay  only  those  per  diem  expenses 

allowed   by  state  law.  8 

Agency   Reply:       Concur.      See  page  27. 

6B     Require  travel   expense  vouchers  to 

be  properly  completed.  8 

Agency   Reply:       Concur.      See  page  27. 

7  Comply   with   state   law   by  obtaining 
approval   of  the  budget  director  prior 
to   procuring   data   processing   ser- 
vices. 8 

Agency   Reply:      Concur.      See  page  28. 

8  Allocate  costs   to  the  programs   they 

benefit.  9 

Agency   Reply:       Concur.      See  page  28. 


INTRODUCTION 

We  performed  a  financial/compliance  audit  of  Ihe  Office  of  the 
Secretary  of  State  for  the  two  fiscal  years  ended  June  30,  1982. 
The  audit  objectives  were  to:  (1)  determine  if  the  financial  state- 
ments present  fairly  the  financial  position  and  results  of  operations 
of  the  office  for  the  two  fiscal  years  ended  June  30,  1982;  (2)  deter- 
mine office  compliance  with  applicable  laws  and  regulations;  and 
(3)  recommend  improvements  in  the  management  and  internal  controls 
of  the  office. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  the 
cost  of  implementing  the  recommendations  made  in  the  report. 
Each  report  section  discloses  the  cost,  if  significant,  of  implement- 
ing  the   recommendation. 

We  thank  the  Secretary  of  State  and   his   staff  for  their  coopera- 
tion  and   assistance  during  our  audit. 
BACKGROUND 

The  Office  of  the  Secretary  of  State  was  established  by 
Article  Vl,  Section  1,  of  the  Montana  Constitution  and  its  duties 
are  set  forth  in  Title  2,  Part  4,  of  the  Montana  Code  Annotated 
(MCA).  It  is  primarily  a  recordkeeping  office  which  files,  maintains, 
and  preserves  the  permanent  records  of  the  state  and  certain 
public  interest  records  of  private  citizens.  The  office  also  publishes 
the  Montana  Administrative  Register  (MAR)  and  the  Administrative 
Rules  of  Montana   (ARM). 

The  goal  of  the  office  is  to  carry  out  assigned  duties  in  an 
orderly  and  timely  manner  and  thus  protect  the  rights,  interests, 
and    records    of  the   state  and    its  citizens.       In   support  of  this   goal. 


the  office's  objective  is  the  filing,  preservation,  maintenance,  and 
service  of  all  appropriate  documents,  both  stale  and  private,  in 
the  manner  and   within   the   time   limits   set  by   law. 

The     staff    consists    of    32    full-time    equivalent    employees,     in 
addition    to    the    Secretary    of    State.       General     Fund    appropriations 
were    $659,631     in    fiscal    year    1980-81    and    $844,200    in    fiscal    year 
1981-82. 
STATE   COMPLIANCE 

Overexpenditure  of  Appropriation 

During  fiscal  year-end  1980-81,  the  office  received  a  $9,369 
billing.  The  invoice  stated  the  services  were  performed  during 
June  1981.  The  office  charged  $4,800  of  the  payment  to  fiscal 
year  1980-81  and  $4,569  to  fiscal  year  1981-82.  If  it  had  recorded 
the  transaction  in  accordance  with  generally  accepted  accounting 
principles  (GAAP)  and  state  accounting  policy,  the  office  would 
have  overspent  its  General  Fund  appropriation  by  $4,562  in  fiscal 
year  1980-81.  GAAP  and  state  accounting  policy  require  that 
expenditures  be  recorded  the  year  services  were  rendered.  Sec- 
tion 17-8-103,  MCA,  prohibits  expending  or  obligating  an  amount 
in   excess  of  a   legislative  appropriation. 

RECOMMENDATION   ttl 

WE    RECOMMEND   THE   OFFICE: 

A.  LIMIT     EXPENDITURES    TO    THE    AMOUNTS    AUTHORIZED 
BY    THE    LEGISLATURE. 

B.  RECORD     EXPENDITURES     WHEN    THEY    ARE     INCURRED, 
IN    ACCORDANCE   WITH    GENERALLY    ACCEPTED    ACCOUNT- 
ING    PRINCIPLES     AND     STATE     ACCOUNTING     POLICY. 


Administrative  Codes   Program 

Subscriptions 

The  office  does  not  transfer  General  Fund  moneys  into  the 
Revolving  (Special  Revenue)  Fund  to  pay  the  cost  of  free  subscrip- 
tions, as  required  by  state  law.  The  law  requires  the  office  to 
provide  copies  of  the  Administrative  Rules  of  Montana  (ARM)  and 
the  Montana  Administrative  Register  (MAR)  free  of  charge  to 
certain  persons  and  agencies.  The  law  also  states  the  cost  of 
publishing  the  free  subscriptions  should  be  paid  by  the  General 
Fund   to  the   Revolving    Fund. 

During  fiscal  years  1980-81  and  1981-82,  the  office  distributed 
131  free  subscriptions  of  the  ARM  and  142  of  the  MAR,  at  a  cost 
of  approximately  $22,000  and  $37,000,  respectively.  The  office 
should  transfer  the  subscription  cost,  which  should  approximate 
the  publication  costs,  of  the  free  ARM  and  MAR  subscriptions  to 
the  Revolving  Fund.  By  recording  the  transfer,  the  office  could 
pay  direct  publication  expenses  recovered  through  fees  from  the 
Revolving  Fund.  The  state  accounting  records  would  then  show 
the  amount  of  General  Fund  support  for  expenses  not  recovered 
through  fee  charges. 

RECOMMENDATION   #2 

WE    RECOMMEND    THE   OFFICE   TRANSFER    THE   COST   OF    FREE 

ARM     AND    MAR     SUBSCRIPTIONS     FROM    THE    GENERAL    FUND 

INTO    THE    REVOLVING    FUND,    IN    ACCORDANCE   WITH    STATE 

LAW. 


General    Fund   Support 

The  office  is  not  recovering  the  cost  of  publishing  the  ARM 
and  the  MAR.  State  law  requires  the  office  to  establish  a  sales 
price  that  approximates  the  cost  of  publishing  the  administrative 
rules  less  any  filing  fees  charged  to  state  agencies.  The  Secretary 
of  State  establishes  the  fee  structure  in  consultation  with  the 
Administrative   Code  Committee. 

We  analyzed  the  Administrative  Code  program  as  follows  and 
determined   the  office   is   not   recovering   publication   costs: 


Fiscal   Year  Fiscal   Year 

1981-82  1980-81 

Revolving  Fund  Revenue  -'                                     $    75,137  $    63,262 

2/ 

Cost   of   Free   Subscriptions    -'                                37,240  21,983 

Total   Resources                                                              112,377  85,245 

Total  Expenditures                                                     (184,359)  (129,505) 

Unrecovered  Publication   Costs                           $(71,982)  $(44,260) 


—  This  revenue  consists  of  filing  fees  charged  state  agencies  to 
get  rules  published  in  the  MAR  and  the  ARM,  sales  of  complete 
sets     of     the     ARM,     and     subscriptions     to     the     ARM    and    the    MAR. 

2/ 

-  Free     Subscriptions        Fiscal  Year   1981-82        Fiscal   Year   1980-81 

131   ARM  Subscriptions        at    $100   =   $13,100  at    $67   =   $    8,777 

142  MAR  Subscriptions        at      170   =      24, 140  at      93   -      13,206 

Total  $37,240  $21^83 


Because  the  office  is  not  recovering  publication  costs  under 
the  current  fee  structure,  the  state  General  Fund  provides  the 
additional   support  requirements. 


RECOMMENDATION   #3 

WE  RECOMMEND  THE  OFFICE  ESTABLISH  A  FEE  STRUCTURE 
TO  RECOVER  THE  APPROXIMATE  COST  OF  PUBLISHING  THE 
ARM     AND     THE     MAR,     IN     ACCORDANCE    WITH     STATE     LAW. 

Timely   Deposit  of  Cash 

The  office  stores  cash  receipts  in  its  vault,  rather  than 
depositing  cash  with  the  Treasury  Division  in  a  timely  manner,  as 
required  by  state  law.  On  June  30,  1982,  the  office's  employees 
counted  $33,185  of  cash  on  hand.  The  cash  consisted  mainly  of 
checks  in  small  denominations  received  as  prepayment  for  filing 
documents.  Some  of  the  money  was  received  by  the  office  as  early 
as  April  19,  1982,  but  was  not  deposited  until  after  June  1982. 
Office  personnel  indicated  the  backlog  of  filings  and  related  deposits 
was  due  to  cyclical  fluctuations  in  the  workload.  In  a  previous 
audit  report  we  recommended  the  office  deposit  its  cash  receipts  in 
a  timely  manner. 

State  law  requires  all  moneys  received  to  be  deposited  with 
the  Treasury  Division  each  day  the  accumulated  amount  of  coin  and 
currency  exceeds  $100  or  total  collections  exceed  $500.  All  moneys 
collected  must  be  deposited  at  least  weekly.  When  deposited,  the 
Treasury  Division  invests  the  money  to  earn  interest  income  for 
the  state's  General  Fund.  Since  receipts  are  not  immediately 
deposited  with  the  Treasury  Division,  they  are  susceptible  to  loss 
or  theft.  The  office  should  devise  a  system  for  handling  cash 
receipts  which  allows  all  moneys  to  be  deposited  with  the  Treasury 
Division   in   accordance  with   state   law. 


RECOMMENDATION   #4 

WE     RECOMMEND    THE    OFFICE     DEPOSIT    CASH     RECEIPTS     IN 

THE    STATE    TREASURY     IN    ACCORDANCE    WITH    STATE    LAW. 

Personal   Service  Contracts 

To    meet    staffing    requirements,    the  office  enters   into  personal 
service    contracts    for    secretarial    and    clerical    services.       Eleven    of 
the    twelve    contract    employees    did    not    meet    the    definition    of    an 
independent  contractor,    established   in   state   law.      Section   39-71-120, 
MCA   states: 


"An    'independent    contractor'    is    one    who    renders   service 
in   the  course  of  an   occupation   and: 

(1)  has  been  and  will  continue  to  be  free  from  control 
or  direction  over  the  performance  of  the  services, 
both   under   his   contract  and    in   fact;    and 

(2)  is  engaged  in  an  independently  established  trade, 
occupation,    profession,   or  business." 


Under  state  law,  an  employee  is  a  person,  other  than  an 
independent  contractor,  who  is  in  the  service  of  an  employer. 
Federal  and  state  laws  require  employers  to  withhold  income  and 
Social  Security  taxes  from  wages  of  employees.  Under  state  law, 
the  employer  must  also  pay  state  unemployment  and  workers' 
compensation    insurance. 

Because  the  office  treated  certain  employees  as  independent 
contractors  it  did  not  withhold  or  pay  state  and  federal  taxes  on 
their  salaries.  Under  the  tax  laws,  the  office  would  be  liable  for 
taxes  it  should  have  withheld,  if  employees  did  not  pay  their  tax 
liability.  Also,  the  state  could  be  liable  for  workers'  compensation 
and   unemployment   benefits. 
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By    contracting    employees,    the   office   employed    more   full-time 
equivalent    (FTE)    employees    than     it     reported.       In    addition,    the 
related   personal    service  costs  were   improperly   reported   as  operating 
expenses . 

RECOMMENDATION   #5 

WE    RECOMMEND   THE   OFFICE: 

A.  PLACE   ALL    EMPLOYEES   ON    THE    PAYROLL. 

B.  COMPLY     WITH     STATE     AND     FEDERAL    TAX     LAWS    AND 
REGULATIONS    RELATING   TO    INCOME   TAX   WITHHOLDING 
AND    INSURANCE   COVERAGE. 

Noncompliance  with    Per   Diem  Statutes 

During  the  audit  period,  the  office  paid  per  diem  expenses  in 
excess  of  those  allowed  by  state  law.  Also,  the  office  reimbursed 
travel  expenses  based  on  travel  expense  vouchers  which  were  not 
properly  completed. 

The  office  paid  employees,  election  officers,  and  election 
judges  per  diem  for  three  meals  on  travel  days  when  they  were 
entitled  to  two  meals.  Some  election  officers  received  per  diem  for 
breakfast  and  dinner,  although  they  were  not  in  a  travel  status 
during  the  time  periods  established  in  state  law.  Section  2-18-502(1), 
MCA,  allows  a  maximum  of  two  meals  when  travel  does  not  exceed 
24  hours.  Also  under  this  law,  people  are  not  eligible  for  the 
morning  or  evening  meal  unless  they  are  in  a  travel  status  for 
more  than  three  continuous  hours  before  10:00  a.m.  or  after 
3:00  p.m.,    respectively. 


Many  election  officers  and  judges  completed  travel  expense 
vouchers  prior  to  leaving  the  election  workshops  sponsored  by  the 
office.  They  did  not  document  their  departure  or  arrival  times  on 
their  expense  vouchers.  These  times  are  necessary  in  order  to 
determine  eligibility  for  meal   allowances   in   accordance  with   state   law. 

RECOMMENDATION   #6 

WE    RECOMMEND   THE   OFFICE: 

A.  PAY     ONLY     THOSE     PER    DIEM     EXPENSES     ALLOWED    BY 
STATE    LAW. 

B.  REQUIRE   TRAVEL    EXPENSE   VOUCHERS   TO   BE    PROPERLY 
COMPLETED. 

Procurement  of  Data   Processing  Services 

On  May   1,    1981,    the  office  contracted   with   a   private  consulting 
firm   for   systems    development.      The   office   did    not   obtain  approval 
of     the     state     budget     director     prior     to     contracting     for    systems 
development  services,    as   required   by   state   law.      Section    18-4-111(5), 
MCA,     requires     the     budget     director    to     "review    and     approve    all 
contracts   for   private  sector  data   processing   services." 

RECOMMENDATION   #7 

WE  RECOMMEND  THE  OFFICE  COMPLY  WITH  STATE  LAW  BY 
OBTAINING  APPROVAL  OF  THE  BUDGET  DIRECTOR  PRIOR 
TO    PROCURING    DATA    PROCESSING   SERVICES. 


ALLOCATION    PROCEDURES 

Costs  that  benefit  both  the  Administrative  Rules  and  the 
Records  Management  programs  are  not  always  allocated  between  the 
two  programs.  In  order  to  properly  disclose  the  costs  of  each 
program,     costs    should    be    charged    to    the    programs    they    benefit. 

In  fiscal  year  1980-81,  the  office  charged  $24,000  for  consul- 
tant services  to  the  Administrative  Code  program,  even  though 
83  percent  of  the  consultant's  work  related  to  the  Records  Manage- 
ment program.  Because  the  office  did  not  properly  allocate  between 
its  two  programs,  expenditures  in  the  Administrative  Code  program 
were  overstated   by   $19,900. 

In  fiscal  year  1980-81,  the  office  charged  administrative 
salaries  to  the  Records  Management  program,  although  the  people 
who  received  these  salaries  managed  both  the  Administrative  Rules 
and  Records  Management  programs.  This  failure  to  properly 
allocate  payroll  costs  caused  a  $22,500  overstatement  of  Records 
Management  program  expenditures.  In  fiscal  year  1981-82,  the 
office  changed  its  procedure  and  began  properly  allocating  its 
administrative  salaries   between   the  two  programs. 

RECOMMENDATION   #8 

WE     RECOMMEND     THE     OFFICE     ALLOCATE     COSTS     TO     THE 

PROGRAMS    THEY    BENEFIT. 

INTERNAL   CONTROLS 

We  have  examined  the  financial  statements  of  the  Office  of  the 
Secretary  of  State  for  the  two  fiscal  years  ended  June  30,  1982. 
We   issued  our  opinion   dated   October  25,    1982,    on   these   statements. 
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As  part  of  our  examination,  we  made  a  study  and  evaluation  of  the 
system  of  control  of  the  office.  Our  study  evaluated  the  system 
as  required  by  generally  accepted  government  auditing  standards 
for  financial  and  compliance  audits.  We  classified  the  controls  in 
the  following   categories: 

1.  revenues/receivables; 

2.  expenditures/payables; 

3.  payroll;    and 

4.  property,    plant,    and   equipment. 

Our  study  included  the  control  categories  listed  above.  Through 
our  study,  we  determined  the  nature,  timing,  and  extent  of  our 
auditing  procedures.  We  applied  alternative  audit  tests  to  property, 
plant,  and  equipment.  We  did  not  evaluate  the  control  system  to 
the  extent  necessary  to  give  an  opinion  on  either  individual  seg- 
ments or   the  system  as   a  whole. 

The  management  of  the  office  is  responsible  for  establishing 
and  maintaining  a  system  of  accounting  control.  In  fulfilling  this 
responsibility,  estimates  and  judgments  by  management  are  required 
to  assess  the  expected  benefits  and  related  costs  of  control  proce- 
dures. The  objectives  of  a  system  are  to  provide  management  with 
reasonable  assurance:  1)  that  assets  are  safeguarded  against  loss 
from  unauthorized  use  or  disposition,  2)  that  transactions  are 
executed  in  accordance  with  management's  authorization,  and 
3)  that  transactions  are  recorded  properly  to  permit  the  prepara- 
tion of  financial  statements  in  accordance  with  generally  accepted 
accounting  principles.  Inherent  limitations  in  any  system  of  control 
may  cause  errors  or  irregularities  to  remain  undetected.  The 
current    system    evaluation    should    not    be    used    to    project    to  future 
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periods    since    the    procedures    may    become    inadequate  or  compliance 
with   them  may   deteriorate. 

The  limited  purpose  of  our  study  described  in  the  first  para- 
graph would  not  necessarily  disclose  all  material  weaknesses  in  the 
system.  Accordingly,  we  do  not  express  an  opinion  on  the  system 
of  control  used  by  the  office.  However,  our  study  disclosed 
conditions  that  could  result  in  financial  statement  errors  that  would 
be  difficult  to  detect.  These  conditions  relate  to  expenditures/ 
payables  during  the  six-month  period  from  January  to  fiscal  year-end 
1981  .  These  weaknesses  were  subsequently  corrected  by  the 
office. 

These  conditions  were  considered  in  determining  the  nature, 
timing,  and  extent  of  the  audit  tests  of  the  financial  statements. 
This  report  on  internal  control  does  not  affect  our  opinion  on  the 
financial    statements. 

The  preceding  four  paragraphs  are  intended  solely  for  the 
use  of  management  and  the  Legislature  and  should  not  be  used  for 
any  other  purpose.  This  restriction  as  to  use  is  not  intended  to 
limit  the  distribution  of  this  document  which,  upon  presentation  to 
the  Legislative  Audit  Committee,  is  a  matter  of  public  record. 
PRIOR    AUDIT    RECOMMENDATIONS 

We  performed  an  audit  of  the  office  for  the  two  fiscal  years 
ended  June  30,  1980.  The  report  contained  seven  recommendations 
which  are  still  applicable  to  office  operations.  The  office  concurred 
with  four  of  the  recommendations  and  partially  concurred  with 
three.  The  office  implemented  four  and  did  not  implement  three  of 
the  recommendations.  Discussions  of  recommendations  which  have 
not   been   implemented   are  included    in   this   report. 
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AUDITOR'S    REPORT   AND    FINANCIAL   STATEMENTS 


STATE  OF  MONTANA 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/449  3122 


ROBERT  R.  RINGWOOD 

LEGISLATIVE  AUDITOR 


DEPUTY  LEGISLATIVE  AUDITORS 
JAMES  H   GILLETT 

FINANCIALICOMPLIANCE 
AND  CONTRACTED  AUDITS 

SCOTT  A   SEACAT 

PERFORMANCE(SUNSET  AUDITS 

STAFF  LEGAL  COUNSEL 
JOHN  W  NORTHEY 


The   Legislative  Audit  Committee  ' 

of  the  Montana  State   Legislature: 

We  have  examined  the  Combined  Balance  Sheet  -  All  Funds 
and  Account  Group  of  the  Office  of  the  Secretary  of  State  as  of 
June  30,  1982,  and  the  related  Statements  of  Revenues,  Expendi- 
tures, and  Changes  in  Fund  Balances  -  General  and  Special  Revenue 
Funds,  and  Statements  of  Revenues,  Expenditures,  and  Changes  in 
Fund  Balances  -  Budget  and  Actual  -  General  and  Special  Revenue 
Funds  for  the  two  fiscal  years  then  ended.  Our  examination  was 
made  in  accordance  with  generally  accepted  governmental  auditing 
standards  and,  accordingly,  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered 
necessary   in  the  circumstances. 

The  office  recorded  a  General  Fund  expenditure  in  the  wrong 
fiscal  year.  If  the  transaction  had  been  properly  recorded,  the 
office  would  have  overspent  its  appropriation  authority  by  $4,562 
in  fiscal   year   1980-81 . 

The    office    did    not    transfer   the    cost    of   free    subscriptions    to 
the  ARM  and    the  MAR    from   the  General    Fund   to  the  Special    Revenue 
(Revolving)     Fund     as     required     by     state     law.        If    the    office    had 
made    the     required     transfer,     the    amount    of    Operating    Transfers 
Out    and    Net    Support    From    the   General    Fund    in   the  General    Fund, 
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and  Cash,  Operating  Transfers  In  and  Fund  Balance  in  the  Special 
Revenue  Fund  would  have  increased  by  $21,983  in  fiscal  year 
1980-81    and   $37,240   in   fiscal    year   1981-82. 

In  our  opinion,  except  for  the  matters  discussed  in  paragraphs 
two  and  three,  the  financial  statements  referred  to  above  present 
fairly  the  financial  position  of  the  Office  of  the  Secretary  of  State 
as  of  June  30,  1982,  and  the  results  of  its  operations  and  changes 
in  fund  balances  for  the  two  fiscal  years  then  ended,  in  conformity 
with  generally  accepted  accounting  principles  which,  except  for  the 
changes,  with  which  we  concur,  in  the  fund  structure,  allocation 
of  administrative  salaries  and  accounting  for  the  Special  Revenue 
Fund  described  in  Notes  1,  6,  and  7  to  the  financial  statements, 
have  been   applied  on   a  consistent  basis. 

Respectfully   submitted, 


James   H.    Gillett,    CPA 
Deputy   Legislative  Auditor 


October  25,    1982 


Approved: 


J 


0 


Robert   R.    Ringwood 
Legislative  Auditor 
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OFFICE  OF  THE  SECRETARY  OF  STATE 

COMBINED  BALANCE  SHEET  - 

ALL  FUNDS  AND  ACCOUNT  GROUP 

JUNE  30,  1982 


GOVERNMENTAL  FUND  TYPES        ACCOUNT  GROUP 

Special  Revenue       General 
General  Fund         Fund         Fixed  Assets 


ASSETS: 


Cash 

$33,250 

$21, 

,995 

Accounts  Receivable 

4,395 

9. 

,381 

Advances  to  Employees 

168 

Available  to  Pay 

Accrued  Liabilities 

50,989 

Equipment 

Total  Assets 

$88,802 

$31 

,376 

$69,771 
$69,771 


LIABILITIES  AND  FUND  EQUITY: 


Liabilities : 


Accounts  Payable 

$50,989 

Receipts  Collected 

in  Advance 

33,185 

Due  to  Consolidated 

Entity  (State) 

4,628 

Total  Liabilities 

88,802 

"und  Equity: 

Investment  in  General 

Fixed  Assets 

Fund  Balance 

-0- 

Total  Fund  Equity 

-0- 

)tal  Liabilities 

and  Fund  Equity 

$88,802 

$  4,353 


4,353 


27.023 
27.023 


$31,376 


■0- 


$69,771 

69,771 

$69,771 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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OFFICE  OF  THE  SECRETARY  OF  STATE 

COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES, 

AND  CHANGES  INFUND  BALANCES  - 

GENERAL  AND  SPECIAL  REVENUE  FUNDS 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1982 


GOVERNMENTAL  FUND  TYPES 


Special 

General  Fund 

Revenue  Fund 

:  VENUES: 

Licenses  and  Permits 

$550,517 

Service  Fees 

132,632 

Sales  of  Documents, 

Merchandise,  &  Property 

143 

$  75,137 

Miscellaneous 

1,545 
684,837 

Total  Revenues 

75,137 

EXPENDITURES: 

Records  Management  Program 
Administrative  Codes  Program 
Total  Expenditures 


681,884 

97,655 

779,539 


86,704 
86,704 


EXCESS  OF  CURRENT 

REVENUES  OVER  (UNDER) 

CURRENT  EXPENDITURES  (94,702) 

OTHER  FINANCING  SOURCES  (USES): 

Prior  Year  Adjustments  368 

Net  Support  From  the 
General  Fund  94,334 

EXCESS  OF  REVENUES  OVER 

(UNDER)  EXPENDITURES  AND 

OTHER  SOURCES  (USES)  -0- 

FUND  BALANCE  JULY   1,  1981         $   -0- 

FUND  BALANCE  JUNE  30,  1982         $   -0- 


(11,567) 


(11,561) 
$  38,584 
$  27,023 


The  notes  to  the  financial  statements  are  an  integral  part  of  this 
statement . 
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REVENUES : 

Licenses  and  Permits 

Service  Fees 

Sales  of  Documents,  Merchandise, 

and  Property 
Miscellaneous 

Total  Revenues 


EXPENDITURES: 

Records  Management  Program 
Administrative  Codes  Program 
Total  Expenditures 


EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 


OTHER  FINANCING  SOURCES  (USES): 
Prior  Year  Adjustments 
Net  Support  From  (To)  the  General  Fun' 


EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES  (USES) 


FUND  BALANCE  JULY   1,  1981 
FUND  BALANCE  JUNE  30,  1982 

The  notes  to  the  financial  statements  a: 
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OFFICE  OF  THE  SECRETARY  OF  STATE 
COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES, 
AND  CHANGES  IN  FUND  BALANCES  -  BUDGET  AND  ACTUAL- 
GENERAL  AND  SPECIAL  REVENUE  FUNDS 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1982 


GOVERNMENTAL  FUND  TYPES 


REVENUES: 

Licenses  and  Permits 

Service  Fees 

Sales  of  Documents,  Merchandise, 

and  Property 
Miscellaneous 

Total  Revenues 


General  Fund 

Variance- 

Favorable 

Budget 

Actual 

(Unfavorable) 

$502,600 

$550,517 

$  47,917 

87,600 

132,632 

45,032 

500 

143 

(357) 

2,000 

1,545 

(455) 

592,700 

684,837 

92,137 

Special  Revenue  Fund 


$  60,000 
60,000 


$  75,137 
75,137 


Variance- 
Favorable 
(Unfavorable) 


$  15,137 


15,137 


EXPENDITURES: 

Records  Management  Program 
Administrative  Codes  Program 
Total  Expenditures 


746,087 

98,113 

844,200 


741,766 

97,655 

839,421 


4,321 
458 


4,779 


88,379 
88,379 


86,704 
86,704 


1,675 


1,675 


EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 


(251,500) 


(154,584) 


96,916 


(28,379) 


(11,567) 


16,812 


OTHER  FINANCING  SOURCES  (USES): 

Prior  Year  Adjustments  368  368  -0- 

Net  Support  From  (To)  the  General  Fund        251,132        154,216        (96,916) 


EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES  (USES) 


FUND  BALANCE  JULY   1,  1981 
FUND  BALANCE  JUNE  30,  1982 


$  -0- 


$  -0- 


(28,373) 

38,584 
$  10,211 


(11,561) 

38,584 
$  27,023 


16,812 


$  16,812 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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OFFICE  OF  THE  SECRETARY  OF  STATE 

COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES, 

AND  CHANGES  IN  FUND  BALANCES  - 

GENERAL  AND  SPECIAL  REVENUE  FUNDS 

FOR^THE  FISCAL  YEAR  ENDED  JUNE  30,  T981 


GOVERNMENTAL  FUND  TYPES 


Special 

General  Fund 

Revenue  Fund 

VENUES : 

Licenses  and  Permits 

Service  Fees 

$541,015 
108,967 

Sales  of  Documents,  Merchandise, 
and  Property 

350 

$63,262 

Miscellaneous 

2,393 
652,725 

Total  Revenues 

63,262 

EXPENDITURES: 

Records  Management  Program 
Administrative  Codes  Program 
Total  Expenditures 

EXCESS  OF  CURRENT 
REVENUES  OVER  (UNDER) 
CURRENT  EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES): 
Prior  Year  Adjustments 
Net  Support  From  the 
General  Fund 

EXCESS  OF  REVENUES  OVER 
(UNDER)  EXPENDITURES  AND 
OTHER  SOURCES  (USES) 

FUND  BALANCE  JULY   1,  1980 

FUND  BALANCE  JUNE  30,  1981 


559,216 
133,766 
692,982 


(40,257) 

(427) 
40,684 

-0- 
-0- 

$  -0- 


39,495 
39,495 


23,767 


-0- 


23,767 

14,817 

$38,584 


The  notes  to  the  financial  statements  are  an  integral  part  of  this 
statement . 
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REVENUES: 

Licenses  and  Permits 

Service  Fees 

Sales  of  Documents,  Merchandise, 

and  Property 
Miscellaneous 

Total  Revenues 


EXPENDITURES: 

Records  Management  Program 
Administrative  Codes  Program 
Total  Expenditures 


EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 


OTHER  FINANCING  SOURCES  (USES): 
Prior  Year  Adjustments 
Net  Support  From  (To)  the  General  Fui 


EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES  (USES) 


FUND  BALANCE  JULY   1,  1980 
FUND  BALANCE  JUNE  30,  1981 

The  notes  to  the  financial  statements  ; 
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OFFICE  OF  THE  SECRETARY  OF  STATE 

COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES, 

AND  CHANGES  IN  FUND  BALANCES  -  BUDGET  AND  ACTUAL  - 

GENERAL  AND  SPECIAL  REVENUE  FUNDS 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1981 


GOVERNMENTAL  FUND  TYPES 


REVENUES: 

Licenses  and  Permits 

Service  Fees 

Sales  of  Documents,  Merchandise, 

and  Property 
Miscellaneous 

Total  Revenues 


General  Fund 

Variance 

Favorable 

Bud; 

let 

Actual 
$541,015 

(Unfavorable) 

$432, 

,800 

$108,215 

97, 

,250 

108,967 

11,717 

110 

350 

240 

1, 

,200 

2,393 

1,193 

531, 

,360 

652,725 

121,365 

Special  Revenue  Fund 


Budget 


$  23,000 


23,000 


$  63,262 


63,262 


Variance 

Favorable 

(Unfavorable) 


$  40,262 


EXPENDITURES: 

Records  Management  Program 
Administrative  Codes  Program 
Total  Expenditures 


559,219 
100,412 
659,631 


559,216 
100,408 
659,624 


29,097 
29,097 


29,097 
29,097 


EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 


(128,271) 


(6,899) 


121,372 


(6,097) 


34,165 


40,262 


OTHER  FINANCING  SOURCES  (USES): 

Prior  Year  Adjustments  (33,785)       (33,785)         -0- 

Net  Support  From  (To)  the  General  Fund        162,056         40,684       (121,372) 


(10,398)       (10,398) 


EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES  (USES) 


FUND  BALANCE  JULY   1,  1980 
FUND  BALANCE  JUNE  30,  1981 


$  -0- 


$  -0- 


$  -0- 


(16,495) 
14,817 


23,767 


40,262 


$  (1,678)      $  38,584      $  40,262 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 


OFFICE   OF    THE   SECRETARY   OF   STATE 

Notes  to  the   Financial   Statements 

Fiscal   Years   Ending  June  30,    1981   and   1982 

1.      SUMMARY   OF   SIGNIFICANT   ACCOUNTING   POLICIES 

a)  Basis  of  Accounting 

The  preceding  financial  statements  were  prepared  from  the 
Statewide   Budgeting   and   Accounting   System. 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting.  Under  the  modified  accrual  basis  of  accounting, 
expenditures  are  recorded  on  the  basis  of  incurred  costs  or  legal 
liability  and  revenues  are  recorded  when  received  in  cash  unless 
susceptible  to  accrual.  Revenues  are  susceptible  to  accrual  if  they 
are  measurable  and  available  to  finance  expenditures  of  the  fiscal 
period   or  are   not   received   at  the  normal   time  of  receipt. 

b)  Description  of   Funds 

On  July  1,  1979,  the  state  of  Montana  accounts  were  organized 
by  the  fund  structure  outlined  in  section  17-2-102,  MCA  (tempo- 
rary). For  financial  presentation,  these  funds  have  been  reclassi- 
fied according  to  the  Governmental  Accounting  and  Financial 
Reporting  Principles  Statement  1  issued  by  the  National  Council  on 
Governmental    Accounting. 

GOVERNMENTAL    FUND   TYPES 

General  Fund  --  To  account  for  receipt  and  expenditure  of 
money  allocated  lo  the  office  by  the  state  for  support  of  the 
office's   programs   and   agency  administration. 

Special  Revenue  Fund  --  To  account  for  the  proceeds  of  spe- 
cific revenue  sources  that  are  legally  restricted  to  expendi- 
ture for  specified  purposes.  This  fund  corresponds  to  the 
Revolving     Fund    within    the    State    Treasury    Fund    structure. 
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ACCOUNT   GROUP 

General  Fixed  Assets  --  Accounts  for  land,  buildings,  and 
equipment  of  the  office.  Fixed  assets  are  valued  at  cost.  No 
depreciation    is   recorded  on   general    fixed   assets. 


c)  Annual   and   Sick   Leave 

Annual  leave  and  sick  leave  costs  are  not  recorded  until  leave 
is  taken.  Upon  termination,  qualifying  employees  with  unused 
accumulated  annual  and  sick  leave  receive  100  percent  payment  for 
annual  leave  and  25  percent  payment  for  sick  leave.  The  liability 
amount  associated  with  unused  annual  and  sick  leave  at  June  30, 
1982  is  maintained  on  an  hourly  basis  rather  than  by  dollar  amount. 
The  monetary  liability  is  not  calculated  until  an  employee  terminates 
and   is   not   readily  determinable  at  June  30,    1982. 

d)  Budget   Information 

The  state  utilizes  a  fixed  annual  basis  of  budgeting.  Under 
this  method,  appropriations  of  a  specific  dollar  amount  are  set  for 
each  fiscal  year  of  the  biennium.  Annual  budgets  for  all  operating 
entities  of  the  office  are  adopted  every  biennium  by  the  Montana 
State  Legislature.  Budgets  for  the  General  and  Special  Revenue 
Funds  are  adopted  in  accordance  with  generally  accepted  account- 
ing principles.  At  the  end  of  each  year.  General  Fund  and  Special 
Revenue  Fund  appropriation  authority  revert  to  the  fund  of  original 
appropriation.  The  reverted  appropriation  authority  may  be  used 
in  the  subsequent  year  as  authorization  for  valid  prior  year  obliga- 
tions. Budget  amendments  represent  the  authorization  to  spend 
funds  not  available  for  consideration  by  the  legislature.  They  are 
subject  to  approval  of  the  Governor's  Office. 
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2.  EMPLOYEES'  RETIREMENT  SYSTEM 

The  office's  employees  are  covered  by  the  Public  Employees' 
Retirement  System  (PERS).  Under  the  plan,  the  office  contributed 
6.2  percent  ($23,802)  and  6.32  percent  ($27,093)  of  employees' 
gross  wages,  respectively,  in  fiscal  year  1980-81  and  1981-82. 
The  employees  contributed  6  percent  of  their  gross  wages  to  the 
PERS. 

The  state's  policy  is  to  fund  accrued  pension  costs.  At 
June  30,  1982,  the  Public  Employees'  Retirement  System  was  actu- 
arially sound  according  to  a  report  by  the  System's  actuary.  The 
unfunded  past  service  and  the  actuarially  computed  value  of  vested 
benefits  for  employees  of  the  Office  of  the  Secretary  of  State 
cannot  be  separated  from  those  amounts  computed  for  the  system 
taken  as  a  whole. 

3.  INVENTORIES 

There  is  no  recorded  asset  for  supplies  inventory.  Supplies 
inventories  are  expensed  at  the  time  of  purchase. 

4.  ACCOUNTS    RECEIVABLE 

Based  on  past  experience  of  collectibility,  the  accounts  receiv- 
able balance  shown  on  the  accompanying  balance  sheet  does  not 
include  an   allowance  for  doubtful   accounts. 

5.  INSURANCE 

The  office  is  insured  by  the  state  of  Montana's  Self-Insurance 
Liability     Plan     administered     by    the    Department    of    Administration. 

6.  ADMINISTRATIVE   SALARIES 

Until  fiscal  year  1981-82,  the  office  charged  100  percent  of 
administrative  official's   salaries   to  the   Records  Management   program. 
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Since  administrative  officials  manage  both  of  the  office's  programs, 
the  office  began  charging  75  percent  of  their  salaries  to  the  Records 
Management  program  and  25  percent  to  the  Administrative  Codes 
program  in  fiscal  year  1981-82.  The  office  adjusted  its  fiscal  year 
1980-81  statements  to  reflect  the  75  percent  -  25  percent  allocation 
of  administrative  salaries  and  to  make  the  fiscal  year  1980-81 
statements     comparable     with     the     fiscal     year     1981-82    statements. 

7.  ACCOUNTING    FOR   SPECIAL    REVENUE    FUND    EXPENDITURES 
Until    fiscal   year  1980-81,    the  office   recorded  only   revenues   in 

the  Special    Revenue   (Revolving)    Fund.      In   fiscal   year   1980-81,    the 
office  changed   its   policy  to  conform  with  generally  accepted  account- 
ing  principles  and   began   recording   both   revenues  and  expenditures 
in   the  Special    Revenue   Fund. 

8.  ACTUAL  GAAP  VS.  BUDGETARY  BASIS  DATA 

The  budget  basis  differs  from  generally  accepted  accounting 
principles  (GAAP)  for  encumbrances  outstanding  at  year-end. 
This  accounting  technique  reflects  expenditures  for  purchase 
orders,  contracts  and  other  commitments  for  goods  and  services  in 
the  period  when  the  commitment  is  made  as  opposed  to  the  period 
when  the  product  is  received  and  payment  is  rendered.  At  year- 
end,  in  accordance  with  state  policy,  major  qualifying  encumbrances 
are  reclassified  as  payables  and  charged  to  expenditures.  Encum- 
brances outstanding  do  not  constitute  expenditures  or  liabilities  in 
accordance  with  GAAP.  Accordingly,  the  office  presented  a  Com- 
bined Statement  of  Revenues,  Expenditures,  and  Changes  in  Fund 
Balances  on  the  GAAP  basis  and  another  on  the  budgetary  basis 
for  both   fiscal   years   1980-81    and   1981-82. 
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AGENCY    RESPONSE 


SECRETARY  OF  STATE 

STATE  OF  MONTANA 


Jim  Waltermire 

Secretary  of  State 


i  .\ 


State  Capitol 

Helena,  Montana  59620 


March   11,    1983 


p5ro 


i\ 


-'pn 


Mr.  Robert  Ringwood  ' 

Leaislative  Auditor 

Capitol  Station  ^^^"'^'^  '■^^'•^' '''''  '^""'™ 

Helena,  MT   59620 

Dear  Mr.  Ringwood: 

You  will  find  my  response  to  the  recently  completed  audit 
report  of  the  Secretary  of  State's  office  for  the  tv/o  years 
ending  June  30,  1982,  attached  to  this  letter. 


e>ely, 


(jJoJC^^^ 


WALTERMIRE 
retary  of  State 


JW:lw 
Enclosure 
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Telephone:  (406)  449-2034/Corporations  Bureau:  449-3665 


RESPONSE  OP  THE  SECRETARY  OF  STATE  TO  THE  LEGISLATIVE  AUDIT 
REPORT  FOR  FY  1981  AND  1982 

RECOMMENDATION  #1 

MONTANA  lEGiolArivt  AUniTOR 
WE    RECOMMEND    THE    OFFICE: 

A.  LIMIT  EXPENDITURES  TO  THE  AMOUNTS  AUTHORIZED  BY  THE 
LEGISLATURE. 

B.  RECORD  EXPENDITURES  WHEN  THEY  ARE  INCURRED,  IN  ACCORDANCE 
WITH  GENERALLY  ACCEPTED  ACCOUNTING  PRINCIPLES  AND  STATE 
ACCOUNTING  POLICY. 

AGENCY  RESPONSE 

The  audit  report  does  not  accurately  reflect  the  events 
involved  with  the  transaction  in  question.  On  July  2,  1981  the 
office  received  on  invoice  from  an  independent  contractor  for 
services  supposedly  performed  during  June  1981.  Examination  of 
contract  deliverables  indicated  the  invoice  overstated  actual 
performance.  Negotiation  between  the  office  and  the  contractor 
resulted  in  agreement  to  split  the  amount  billed  to  better 
reflect  actual  performance.  However,  the  office  failed  to 
document  this  negotiated  reduction.  Hence,  while  the  office  did 
not,  in  fact,  expend  in  excess  of  its  legislative  appropriation, 
existing  documentation  seems  to  suggest  the  contrary.  We  have 
taken  steps  to  better  document  all  transactions. 
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RECONNBNDATION  |2 

WE  RECOMMEND  THE  OFFICE  TRANSFER  THE  COST  OF  FREE  ARM  AND  MAR 
SUBSCRIPTIONS  FROM  THE  GENERAL  FUND  INTO  THE  REVOLVING  FUND,   IN 
ACCORDANCE  WITH  STATE  LAW. 
AGENCY  RESPONSE 

Concur.  We  attempted  to  implement  this  recommendation 
during  the  audit  period.  However,  the  Legislative  Fiscal  Analyst 
questioned  the  appropriateness  of  transferring  the  general  fund 
appropriation  into  the  revolving  fund  account.  Moreover,  HB  500 
from  the  47th  Legislature  contained  restrictive  language  which 
would  have  prohibited  a  necessary  budget  amendment  to  increase 
the  revolving  fund  spending  authority  by  the  amount  of  the 
transfer.  The  office  will  implement  this  recommendation  in 
FY  1984  if  given  budget  authority  to  do  so. 

RECOMMENDATION  #3 

WE  RECOMMEND  THE  OFFICE  ESTABLISH  A  FEE  STRUCTURE  TO  RECOVER  THE 
APPROXIMATE  COST  OF  PUBLISHING  THE  ARM  AND  THE  MAR,  IN  ACCORDANCE 
WITH  STATE  LAW. 
AGENCY  RESPONSE 

Concur.  We  attempted  to  establish  a  fee  structure  to 
recover  the  approximate  costs  of  publication  consistent  with 
existing  budget  authority  during  the  audit  period.  Opposition  by 
executive  agencies  and  the  recommendation  of  the  Legislative 
Fiscal  Analyst  induced  the  Administrative  Code  Committee  to 
suggest  lowering  fees.  We  accepted  their  suggestion.  The  office 
will  implement  this  recommendation  in  FY  1984  if  given  budget 
authority  to  do  so. 
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RECOMMENDATION  #4 

WE  RECOMMEND  THE  OFFICE  DEPOSIT  CASH  RECEIPTS  IN  THE  STATE 
TREASURY  IN  ACCORDANCE  WITH  STATE  LAW. 
AGENCY  RESPONSE 

Partially  concur.  As  indicated  in  response  to  a  similar 
recommendation  in  prior  audit  reports,  the  office  recognizes  the 
statutory  requirement  for  prompt  deposit  of  cash.  Practical 
considerations  preclude  implementation  of  this  recommendation  at 
the  present  time,  however. 

The  cash  on  hand  at  fiscal  year  end  consisted  predominantly 
of  $5.00  checks  attached  to  annual  corporate  reports.  Statute 
requires  filing  these  reports  with  the  office  by  April  15. 
During  the  first  three  weeks  of  April  1982,  we  recieved  5935 
annual  reports.  The  office  staff  must  check  each  report  for 
sufficiency  prior  to  accepting  it  for  filing.  Although  improved 
office  procedure  has  substantially  reduced  the  rejection  rate,  a 
significant  number  of  reports  are  rejected.  The  cost  of 
processing  refunds  for  rejected  reports  outweighs  the  investment 
opportunities  foregone  by  current  procedure. 

Implementation  of  the  Corporate  Automated  System,  contingent 
on  legislative  approval  of  funding,  should  allow  the  office  to 
comply  with  this  recommendation. 
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RECOMMENDATION  #5 

WE  RECOMMEND  THE  OFFICE: 

A.  PLACE  ALL  EMPLOYEESS  ON  THE  PAYROLL. 

B.  COMPLY  WITH  STATE  AND  FEDERAL  TAX  LAWS  AND  REGULATIONS 
RELATING  TO  INCOME  TAX  WITHHOLDING  AND  INSURANCE  COVERAGE. 

AGENCY  RESPONSE 

Partially  concur.  The  office  used  contracted  services  for 
processing  annual  corporate  reports  during  the  audit  period;  we 
have  since  placed  these  employees  on  the  payroll.  However,  the 
continued  use  of  contracted  clerical  services  for  conversion  from 
existing  manual  systems  to  the  Corporate  Automated  System  is 
required  by  current  budget  authority. 

RECOMMENDATION  #6 

WE  RECOMMEND  THE  OFFICE: 

A.  PAY  ONLY  THOSE  PER  DIEM  EXPENSES  ALLOWED  BY  STATE  LAW. 

B.  REQUIRE  TRAVEL  EXPENSE  VOUCHERS  TO  BE  PROPERLY  COMPLETED. 
AGENCY  RESPONSE 

Concur.  The  events  cited  in  the  audit  report  occurred 
during  election  training  workshops.  The  office  tried  to  simplify 
the  reimbursement  process  as  much  as  possible.  Although  more 
complicated  and  costly,  the  office  will  follow  recommended 
procedures  in  the  future. 
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RECOMMENDATION    #7 

WE     RECOMMEND     THE     OFFICE     COMPLY     WITH     STATE     LAW     BY     OBTAINING 
APPROVAL     OF     THE     BUDGET     DIRECTOR     PRIOR     TO     PROCURING      DATA 
PROCESSING    SERVICES. 
AGENCY    RESPONSE 
Concur . 

RECOMMENDATION    #8 

WE     RECOMMEND    THE     OFFICE     ALLOCATE     COSTS     TO    THE     PROGRAMS    THEY 

BENEFIT. 

AGENCY    RESPONSE 

Concur.        The    office     implemented     this     recommendation     in 
FY    1983. 
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